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OATH OR AFFIRMATION

[, Kathleen Dickenson , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

MHA Investments Corporation: , as
of _ June 30 ,2002 , are true and correct. [ further swear (or affirm) that

neither the cémpany nor any partner, proprietor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

None
Kot PFELEC?A LOPEZ | Sig"a/éwre
1ary Public, Ingham County, Mi- ﬂ : -
My Commission Expiras Jul. 17,’20lﬁ.s //j/d/ MLC/ =
: | Title

S licin Repy

Notary Public

This report ** contains (check all applicable boxes):

Bl (a) Facing Page.

(b) Statement of Financial Condition.

Kl (c) Statement of Income (Loss).

Kl (d) Statement of Changes in Financial Condition.

&l (e) Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
O (f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

Kl (g) Computation of Net Capital.

O (h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
O (i) Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
O
a
O
O

(i) A Reconciliation, including appropriate explanation of the Computation of Net Capital Under Rule 15¢3-3 and the

Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
consolidation.

(I) An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.
0 (n) Areportdescribing any material inadequacies found to exist or found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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44/_—— East Lansing, Mi 48823
Tel: 517.332.6200

moran Fax: 517.332.8502

www.plantemoran.com

independent Auditor's Report

To the Board of Directors
MHA Investments Corporation

We have audited the accompanying balance sheet of MHA Investments Corporation (a wholly
owned subsidiary of MHA Service Corporation), as of June 30, 2002 and 2001, and the related
statements of income, stockholder's equity, and cash flows for the years then ended. These
financial statements are the responsibility of the Corporation's management. Our responsibility is
to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America. Those standards require that we plan and perform the audits to obtain
reasonable assurance about whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of MHA Investments Corporation, as of June 30, 2002 and 2001, and the
results of its operations and cash flows for the years then ended, in conformity with accounting
principles generally accepted in the United States of America.

%f%wv, LLP

August |3, 2002
East Lansing, Michigan

A member of

[ 4
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A assoctation of accounting firms




MHA Investments Corporation

Balance Sheet

June 30
2002 2001
Assets
Cash $ 362319 $ 333,905
Accounts receivable 16,647 13,221
Certificate of deposit 19,469 18,744
Investments 9,800 9,800
Total assets $ 408,235 $ 375,670
Liabilities and Stockholder's Equity
Liabilities - Accounts payable $ 55500 $ 52,000
Stockholder's Equity
Common stock - $1 par value:
Authorized - 50,000 shares
Issued and outstanding - 5,000 shares 5,000 5,000
Additional paid-in capital 145,000 145,000
Retained earnings 202,735 173,670
Total stockholder's equity 352,735 323,670
Total liabilities and stockholder's equity $ 408,235 $ 375,670
plante

See Notes to Financial Statements. 2
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MHA Investments Corporation

Revenue
Service fees
Commissions
Interest

Total revenue

Expenses
Purchased services
Other expenses

Total expenses
Income - Before income taxes
Income Taxes

Net Income

See Notes to Financial Statements.

Statement of income

Year Ended June 30

2002 2001

$ 41877 $ 46,135

132,919 41,428
5,249 3,948
180,045 91,511
26,436 27,937
3,544 1,047
29,980 28,984
150,065 62,527
51,000 21,000

$ 99065 $ 41,527
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MHA Investments Corporation

Statement of Stockholder's Equity

Common Stock Additional

Paid-in Retained
Shares  Amount Capital Earnings Total
Balance - July I, 2000 5,000 $ 5,000 $ 10,000 $ 132,143 $ 147,143
Contribution to additional paid-in capital - - 135,000 - 135,000
Net income - - - 41,527 41,527
Balance - June 30, 2001 5,000 5,000 145,000 173,670 323,670
Net income - - - 99,065 99,065
Dividends - - - (70,000) (70,000)
Balance - June 30, 2002 5000 $ 5,000 $ 145,000 $ 202,735 $ 352,735

plante__
See Notes to Financial Statements. 4 moran




MHA Investments Corporation

Statement of Cash Flows

Year Ended June 30
2002 2001
Cash Flows From Operating Activities
Cash received from service fees $ 42451 $ 40,892
Cash received from commissions 128,919 45,671
Interest received 5,249 3,948
Cash paid to suppliers (25,480) (30,295)
Cash paid to MHA Service Corporation for
federal income taxes (52,000) -
Net cash provided by operating activities (Note 3) 99,139 60,216
Cash Flows From Investing Activities
Purchase of certificate of deposit and investments (725) (7,402)
Cash Flows From Financing Activities
Capital contribution from MHA Service Corporation - 135,000
Dividends paid (70,000) -
Net cash provided by (used in) financing activities (70,000) 135,000
Net Increase in Cash 28,414 187,814
Cash - Beginning of year 333,905 146,091
Cash - End of year $ 362,319 $ 333,905

plante
See Notes to Financial Statements. 5 moran




MHA Investments Corporation

... ]
Notes to Financial Statements

June 30, 2002 and 2001

Note | - Nature of Business and Significant Accounting Policies

Organization - MHA Investments Corporation was incorporated in 1989 for the
purpose of earning commissions on the sale of insurance and investment products to
eligible Michigan Health & Hospital Association member employees and related health
care entities employees under a tax-sheltered annuity program. Effective in
March 1998, MHA Investments Corporation was approved by the Securities Exchange
Commission as a Registered Investment Advisor. An enhanced pension product is being
offered consistent with the registration. MHA Investments Corporation is a wholly
owned subsidiary of MHA Service Corporation (Parent), which is a wholly owned
subsidiary of Michigan Health & Hospital Association.

Basis of Accounting - MHA Investments Corporation maintains its accounting records
and prepares its financial statements on the accrual basis of accounting.

Use of Estimates - The preparation of financial statements in conformity with
accounting principles generally accepted in the United States of America requires
management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenue and expenses during the
reporting period. Actual results could differ from those estimates.

Certificate of Deposit - The certificate of deposit is stated at fair value. The certificate
of deposit is restricted in accordance with Section 202(d) of the Michigan Uniform
Securities Act, 1964 PA 265, as amended and Rule 602.6(2)(d) promulgated
thereunder.

Investments - Investments consist of common stock and stock warrants stated at
estimated fair value.

Commiissions - MHA Investments Corporation receives commission revenue under
three arrangements. All commissions are based on a percentage of new deposits.
Commission revenue is recognized when earned.

Administrative Costs - Administrative costs are paid by the Parent. By agreement
between the two entities, MHA Investments Corporation is not required to reimburse
the Parent for these costs.

Income Taxes - MHA Investments Corporation files a consolidated income tax return
with its Parent. By agreement between the two entities, MHA Investments
Corporation is currently required to pay the Parent the statutory federal tax on its
taxable income. Accounts payable at june 30, 2002 and 2001, include amounts due to
the Parent for such taxes of $51,000 and $52,000, respectively. There are no
temporary differences resulting in deferred tax assets or liabilities at June 30, 2002 or

2001. plante
6 moran




MHA Investments Corporation

Notes to Financial Statements
June 30, 2002 and 2001

Note 2 - Net Capital Requirements

MHA Investments Corporation is subject to the Securities and Exchange Commission
(SEC) Uniform Net Capital Rule (15¢3-1), which requires the maintenance of minimum
net capital and requires that the ratio of aggregate indebtedness to net capital (net
capital ratio), both as defined, shall not exceed 15 to |. Also, MHA Investments
Corporation may not release any equity capital that would cause the actual net capital
to fall below 120 percent of the required minimum.

At June 30, 2002, MHA Investments Corporation had net capital of $311,263, which
exceeds the required net capital of $5,000 by $306,263. MHA Investments
Corporation's aggregate indebtedness to net capital ratio was .18 to | at june 30, 2002.

Note 3 - Cash Flows

A reconciliation of net income to net cash provided by operating activities is as follows:

2002 2001
Net income $ 99,065 $ 41,527
Adjustments to reconcile net income to
net cash from operating activities:
Increase in accounts receivable (3,426) (999)
Increase in accounts payable 3,500 19,688

Net cash provided by operating activites $ 99,139 $ 60,216

plante
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Plante & Moran, LLP
plante 1111 Michigan Ave.
W—— East Lansing, Ml 48823

Tel: 517.332.6200
morarn Fo 17 0502

www.plantemoran.com

To the Board of Directors
MHA Investments Corporation

We have audited the financial statements of MHA Investments Corporation (a wholly owned
subsidiary of MHA Service Corporation) for the year ended June 30, 2002 and 2001. Our audits
were made for the purpose of forming an opinion on the basic financial statements taken as a
whole. The accompanying computation of net capital under rule 15¢ 3-1 of the Securities and
Exchange Commission is presented for purposes of additional analysis and is not a required part
of the basic financial statements, but is supplementary information required by Rule 17a-5 under
the Securities Exchange Act of 1934. Such information has been subjected to the procedures
applied in the audit of the basic financial statements and, in our opinion, is fairly stated, in all
material respects, in relation to the basic financial statements taken as a whole.

749@ f 77&«,0, LLP

August |3, 2002
East Lansing, Michigan

A member of

A worlds association of Ir accounting firms




MHA Investments Corporation

Computation of Net Capital Under Rule 15¢c 3-1
of the Securities and Exchange Commiission
June 30, 2002

Computation of Net Capital

Total stockholder's equity $ 352,735
Nonallowable assets:
Certificate of deposit (19,469)
Stock warrants (9,800)
Accounts receivable (12,203)
Net Capital 311,263
Minimum Net Capital Requirement (5,000)
Excess Net Capital $ 306,263
Ratio of Aggregate Indebtedness to Net Capital 8to |

NOTE: There are no differences between audited net capital above and net capital as reported on
the amended FOCUS Report and as reported on Form X-17A-5, Part llA filed as of August 28,
2002.
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Plante & Moran, LLP

plante 1111 Michigan Ave.

East Lansing, Ml 48823
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Report on Internal Controls

To the Board of Directors
MHA Investments Corporation

In planning and performing our audit of the financial statements of MHA Investments
Corporation (a wholly owned subsidiary of MHA Service Corporation) for the year ended
June 30, 2002, we considered its internal control structure in order to determine our auditing
procedures for the purpose of expressing an opinion on the financial statements and not to
provide assurance on the internal control structure.

Also, as required by Rule 17a-5(g)(1) of the Securities Exchange Commission (the Commission),
we have made a study of the practices and procedures followed by MHA Investments
Corporation including tests of such practices and procedures that we considered relevant to the
objectives stated in Rule |7a-5(g) in making the periodic computations of aggregate indebtedness
(or aggregate debits) and net capital under Rule |7a-3(a)(l1) and for determining compliance
with the exemptive provisions of Rule 15¢3-3. We did not review the practices and procedures
followed by the MHA Investments Corporation (1) in making quarterly securities examinations,
counts, verifications and comparisons, and the recording of differences required by Rule 17a-13,
(2) in complying with the requirements for prompt payment for securities under Section 8 of
Regulation T of the Board of Governors of the Federal Reserve System, or (3) in obtaining and
maintaining physical possession or control of all fully paid and excess margin securities of
customers as required by Rule 15c3-3, because the MHA Investments Corporation does not
carry security accounts for customers or perform custodial functions relating to customer
securities.

The management of MHA Investments Corporation is responsible for establishing and
maintaining an internal control structure and the practices and procedures referred to in the
preceding paragraph. In fulfilling this responsibility, estimates and judgments by management are
required to assess the expected benefits and related costs of internal control structure policies
and procedures and of the practices and procedures referred to in the preceding paragraph and
to assess whether those practices and procedures can be expected to achieve the Commission's
above-mentioned objectives. Two of the objectives of an internal control structure and the
practices and procedures are to provide management with reasonable, but not absolute,
assurance that assets for which MHA Investments Corporation has responsibility are
safeguarded against loss from unauthorized use or disposition, and that transactions are
executed in accordance with management's authorization and recorded properly to permit the
preparation of financial statements in accordance with accounting principles generally accepted
in the United States of America. Rule |7a-3(g) lists additional objectives of the practices and
procedures listed in the preceding paragraph.

A member of
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To the Board of Directors
MHA Investments Corporation

Because of inherent limitations in any internal control structure or the practices and procedures
referred to above, errors, or irregularities may nevertheless occur and not be detected. Also,
projection of any evaluation of them to future periods is subject to the risk that they may
become inadequate because of changes in conditions or that the effectiveness of their design and
operation may deteriorate.

Our consideration of the internal control structure would not necessarily disclose all matters in
the internal control structure that might be material weaknesses under standards established by
the American Institute of Certified Public Accountants. A material weakness is a condition in
which the design or operation of one or more of the internal control structure elements does
not reduce to a relatively low level the risk that errors or irregularities in amounts that would be
material in relation to the financial statements being audited may occur and not be detected
within a timely period by employees in the normal course of performing their assigned functions.
However, we noted no matters involving the internal control structure that we consider to be
material weaknesses as defined above.

We understand the practices and procedures that accomplish the objectives referred to in the
second paragraph of this report are considered by the Commission to be adequate for its
purposes in accordance with the Securities Exchange Act of 1934 and related regulations, and
that practices and procedures that do not accomplish such objectives in all material respects
indicate a material inadequacy for such purposes. Based on this understanding and on
procedures performed, we believe that MHA Investments Corporation's practices and
procedures were adequate at June 30, 2002, to meet the Commission's objectives.

This report is intended solely for the information and use of the Board of Directors,
management, the Securities and Exchange Commission, the National Association of Securities
Dealers, Inc., and other regulatory agencies that rely on Rule 17a-5(g) under the Securities
Exchange Act of 1934 and should not be used for any other purpose.

% ¢ 77&»&440, LLP

August 13, 2002

plante
moran




